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Organization for Economic Cooperation and Development 


The Organization for Economic Cooperation and 
Development (OECD) came into being on Septem- 
ber 30, 1961. Its membership includes the United 
States and Canada and the 18 European countries which 
participated in the Organization for European Economic 
Cooperation (see this News Survey, Vol. XII, p. 610). 


The first meeting of the Council of Ministers of the 
OECD was held in Paris on November 16-17, under 
the Chairmanship of Mr. D. Fleming, Minister of 
Finance of Canada. During the meeting, the Ministers 
decided to aim at increasing the real gross national 
product of the 20 member countries taken together by 
50 per cent during the decade from 1960 to 1970; 
recognizing, however, that individual countries may 
fall short of, or exceed, this target in varying degrees, 
and that the rate of growth may be different from year 
to year and from country to country. Economic policies 
deliberately aimed at achieving the collective target will 


have to be devised by each member country, with due 
regard to local circumstances; such policies will need 
to be coordinated through the OECD. 


In particular, the Ministers recognized the important 
role that agriculture would have to play in attaining the 
desired collective growth, and they agreed that agricul- 
tural policies should be the subject of continuous con- 
sultations and confrontations within the OECD in order 
to ensure that industrial and agricultural production 
developed harmoniously. Scientific training and research 
in agriculture and industry needed to be expanded, and 
the Ministers asked the OECD to develop further 
its work in that field. 


The Council of Ministers further stressed the need 
for price stability, to assure to the population the full 
benefit of economic growth and to maintain equilibrium 
in international payments. Increases in the level of 
money incomes should be kept generally in line with 
increases in productivity, the gains from which should 
be fairly distributed. Liberal import policies should 
also be used to ensure price stability. The Ministers also 
emphasized the need to develop still further the close 
coordination of members’ financial and economic poli- 
cies and the mutual sense of responsibility between 
deficit and surplus countries. The various means already 
available to relieve temporary pressures on particular 
currencies were of great value, but they should be 
further developed. 


Economic growth should be especially promoted in 
the less developed member countries, and the Ministers 
instructed the OECD to encourage and assist such 
countries in their efforts, including the preparation and 
achievement of sound development plans. 


The Ministers were determined that increased pro- 
duction in OECD countries should lead to a significant 
increase in aid to the less developed countries outside 
the OECD. The total of aid granted by member coun- 
tries and Japan amounted to about $7.5 billion in 1960, 
compared with $7 billion in 1959. A further increase 
in aid was needed, and the Ministers welcomed the 
intention of the Development Assistance Committee 
(DAC)—formerly the Development Assistance Group 
Vol. XIII, p. 106) and now 
incorporated in the OECD—to institute, beginning in 
1962, an annual review of the efforts and policies of 
its member countries in regard to aid. The DAC should 
encourage greater cooperation among donor countries 
in their bilateral aid efforts. A common approach should 
be applied increasingly to specific problems of economic 
development assistance, and multilateral institutions 
providing development aid should be supported. The 
Ministers also welcomed the work going on to define 
measures to encourage private capital exports to less 
developed countries. The OECD should alse study the 
functions and structure of a contemplated OECD Devel- 
opment Center, which could help, in coordination with 
existing institutions, to meet the urgent need for more 
knowledge and for qualified persons to assist in the 
development efforts. 


(see this News Survey, 


The Ministers expressed their satisfaction that the 
OECD would be kept informed by member countries 
of the progress of negotiations between the European 
Economic Community and other European countries, 
and urged that the arrangements sought after should 
safeguard the legitimate interests of other countries. 
Finally, the Council stressed the need to reduce barriers 
to trade between the OECD countries themselves, and 
between OECD countries and the rest of the world, and 
indicated that the main instrument of the OECD in 
that respect should be a periodic confrontation of 
trade policies. 


Sources: Organization for Economic Cooperation and 
Development, Press Release, November 17, 
1961, and Le Monde, November 17, 18, 19, 
and 20, 1961, Paris, France. 
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IBRD Loans 
Ethiopia 

The World Bank on November 22 made a loan 
equivalent to $2 million to the Development Bank of 
Ethiopia (DBE). The DBE, an agency of the Govern- 
ment of Ethiopia, was established in 1951 to provide a 
source of medium-term and long-term credit for 
Ethiopian agricultural and industrial development. It is 
now in need of additional funds for its lending program. 
Its requirements will be met largely by this loan and 
a $2 million loan made by the U.S. Government in 
June 1961. 


The loan is for a term of 10 years, and may be 
extended to 14 years by agreement between the Bank 
and the DBE with respect to individual projects for 
which a longer period is appropriate. Interest will be 
applied to each portion of the loan at the Bank's 
current rate when the portion is committed for one of 
DBE’s projects. Amortization will begin on March 1, 
1965; the loan is guaranteed by the Empire of Ethiopia. 

This is the fifth loan made by the World Bank in 
Ethiopia, bringing the total lent there to $25.5 million. 
Loans totaling $21.5 million have been made to finance 
improvements in road transport and telecommunications. 


Japan 


On November 29 the Bank made a second loan 
equivalent to $40 million to assist in financing the 
completion of the entire planned length (115 miles) of 
the express highway being built between Kobe and 
Nagoya in Japan (see also this News Survey, Vol. XII, 
p. 293). The loan is for a term of 23 years and bears 
interest at 534 per cent per annum, including the | per 
cent commission which is allocated to the Bank’s 
Special Reserve. Amortization will begin in Janu- 
ary 1965. The loan, which is guaranteed by the Gov- 
ernment of Japan, was made to the Nihon Doro Kodan 
(Japan Highway Public Corporation), a government 
corporation responsible for the construction, operation, 
and maintenance of toll roads and related facilities in 
Japan. Over the next 5 years, the Highway Corporation 
plans to invest the equivalent of some $844 million for 
improvement of transportation facilities in Japan, and 
first priority has been given to the Kobe-Nagoya 
expressway. This will relieve increasingly severe traffic 
congestion in one of Japan’s most highly industrialized 
regions, stimulate the dispersion of industry and popu- 
lation from overcrowded cities, widen the effective area 
of food supply for urban communities, and substantially 
reduce the operating cost of highway freight and 
passenger traffic. 

Four U.S. and one German commercial banks are 
participating in the loan, without the World Bank’s 
guarantee, for a total amount of $1,183,000, represent- 


ing the first two maturities and part of the third maturity 
which fall due between January 15, 1965 and Janu- 
ary 15, 1966. 

Kenya 

Also on November 29 the Bank made a loan 
equivalent to $8.4 million for 20 years to the Colony 
and Protectorate of Kenya, to help to finance the 
promotion of agricultural production and the imple- 
mentation of the policy of opening to farmers of all 
races the Scheduled Areas of Kenya, formerly known 
as the Highlands, which heretofore have been reserved 
for Europeans. The land will be purchased from 
European farmers, further developed, and resettled 
mainly by African farmers. 

The total cost of the program in the 3-year period is 
estimated at the equivalent of $24.5 million (£8.8 mil- 
lion). The Government of Kenya will finance about 
half the cost, mainly through loans and grants from the 
United Kingdom amounting to £3.7 million. The remain- 
der will come from a loan of £1.5 million from the 
Colonial Development Corporation and from the World 
Bank loan, which is guaranteed by the United Kingdom. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 
November 22 and 29, 1961. 


International Agreement on Cacao 


The Study Group on Cacao, established by the 
UN Food and Agriculture Organization and representing 
producing and consuming countries, has completed a 
draft of an International Agreement to cushion the 
effects of wide fluctuations in cacao prices. 

The proposal for the creation of an International 
Agreement had already been discussed in several meet- 
ings of the Study Group, and the draft is based on the 
export quota systems of the countries concerned. Export 
quotas will be applied to cacao beans, cacao butter, 
cacao cake, and any other derivatives that may be 
designated by a council to be established under the 
Agreement. 

The main objectives of the Agreement are (a) to 
alleviate the serious economic difficulties that may be 
expected to persist if the adjustment between cacao 
production and consumption is not effected by normal 
marketing forces as rapidly as circumstances require; 
(b) to prevent excessive price fluctuations in cacao, 
which are prejudicial in the long run to the interests of 
both producing and consuming countries; (c) to protect 
the foreign exchange earnings of producing countries, 
whose economies depend in large part on cacao exports; 
(d) to guarantee an adequate supply at prices that 
will be equally fair for producers and consumers; and 
(ec) to facilitate an expansion of consumption and thus 
assure a long-term balance between supply and demand. 
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It is expected that the draft Agreement will be 
approved at any early date; exporting countries are 
agreed that these measures are necessary to stabilize 
prices and prevent the heavy losses they are sustaining. 
Although certain importing countries have voiced the 
opinion that the adoption of the Agreement will not 
produce the results they anticipate, it may obtain some 
degree of success if the producing countries take internal 
measures to put an end to overproduction. 

If ratified, the Agreement will be in effect for 
three years and may not be rescinded prior to the 
end of that period. 


Source: Banco Nacional de Comercio Exterior, S.A.. 
Comercio Exterior de Mexico, Mexico, D.F.. 
November 1961. 


Europe 


EFTA Tariff Reductions 


On November 21, 1961, the Council of Ministers of 
the European Free Trade Association (EFTA) decided 
to expedite the next reduction in tariffs on trade between 
member countries. These are now to be reduced by 
10 per cent on March 1, 1962, by Denmark, Portugal, 
Sweden, Switzerland, and the United Kingdom, and not 
later than September 1, 1962, by Austria and Norway. 
When this additional reduction is completed, tariffs 
between EFTA countries will be 40 per cent lower than 
in July 1960 (see this News Survey, Vol. XIII, p. 203). 

During the meeting of the Council, the representa- 
tives of Austria, Sweden, and Switzerland announced 
that in December their Governments would apply for 
association with the European Economic Community, 
in accordance with Article 238 of the Treaty of Rome. 
Source: The Times, London, England, November 22, 

1961. 


Award to U.K. Electricity Supply Workers 


Speaking in the House of Commons on November 21, 
Mr. Macmillan said that the U.K. Government had left 
the Electricity Council under no doubt as to the impor- 
tance that they attached to their policy about the 
pay pause. He said that the Government did not regard 
the increased wage settlement as being consistent with 
the policy of the pay pause, as announced by the 
Chancellor of the Exchequer on July 25 (see this 
News Survey, Vol. XIII, pp. 233-34). When asked by 
Mr. Gaitskell, Leader of the Opposition, whether he 
was proposing to take any steps about this, Mr. Mac- 
millan replied that the Government had no statutory 
authority to settle any wages except those of their 
direct employees. 

Source: The Times, London, England, November 22, 
1961. 


Economic Developments in Norway 


According to the Central Bureau of Statistics, total 
demand in Norway continues to be very high, but the 
restrictive economic policy put into effect during the 
course of the year, especially the credit restriction 
imposed in July, appears to have moderated the increase 
in demand in recent weeks. As a result, it seems that 
the balance between demand and supply is now improv- 
ing. The change can be traced in figures both for retail 
sales and for starts of new buildings. In addition, the 
value of imports has latterly shown considerably smaller 
growth than earlier in the year. On the other hand, 
production and employment continue to expand 
strongly. Exports of merchandise, in spite of signs of 
weakness in some branches, have increased substantially 
in the autumn months after their weak growth in the 
first half of the year. 


In August and September, industrial production was 
8.8 per cent higher than a year ago, compared with an 
increase of 6.6 per cent in the first seven months of the 
year. The industries providing mainly for the home 
market continued to show the largest increase (9.2 per 
cent), while the export industries increased somewhat 
less (4.6 per cent). However, the value of merchandise 
exports in the third quarter of 1961 was 8 per cent, 
and in October 11 per cent, higher than in the corre- 
sponding periods of 1960, compared with increases of 
only 3% and 1% per cent, respectively, in the first and 
second quarters of this year. For the first ten months the 
value of exports was 4 per cent higher than a year ago. 
The increase in the volume of exports was somewhat 
greater than this, as export prices have fallen a little. 
In the last few months the balance of payments has 
shown an improvement as a result of the development 
of both imports and exports. 


Source: Handels og Sj@fartstidende, Oslo, Norway, 


November 23, 1961. 


Commercial Bank Liquidity Ratios in Sweden 

The Riksbank has issued to the Swedish commercial 
banks new recommendations for liquidity ratios (see 
this News Survey, Vol. XIII, p. 367); these will now 
be 30 per cent for the large banks and 25 per cent for 
the other banks. These are minimum ratios, to be 
observed even during periods in which the banks’ 
liquidity is at the seasonally lowest point, generally in 
May and June. The recommendations mean that the 
commercial banks will now have to take steps to 
improve their liquidity in readiness for next spring, and 
that severe restraint will have to be exercised by the 
banks in granting credit. 


Svenska Dagbladet, 
November 17, 1961. 


Source: Stockholm, Sweden, 
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Sweden's Foreign Trade 


In January-September 1961 Swedish exports amounted 
to SKr 10,345 million ($2,000 million) compared with 
SKr 9,572 million ($1,850 million) in the same period 
in 1960. Imports amounted to SKr 10,957 million 
($2,118 million), compared with SKr 10,781 million 
($2,084 million) last year. The volume of exports was 
6 per cent larger than in January-September 1960, but 
a quarter-by-quarter comparison, seasonally adjusted, 
shows that the volume has remained practically un- 
changed in 1961. In the first nine months of 1961 the 
volume of imports was about 1 per cent greater than in 
the same period last year. On a seasonally adjusted 
basis there was a rise of 3 per cent from the second to 
the third quarter this year. 

The development of exports between the second and 
the third quarters this year shows increases for food- 
stuffs, paper and paperboard, and engineering products, 
excluding means of transportation. Considerable de- 
creases were registered for timber, ore, private cars, 
and the other raw materials group, while minor decreases 
occurred for iron and steel, and for pulp. 


The average price of exports remained practically 
unchanged from the second to the third quarter; machin- 
ery, iron and steel, and timber registered increases of 
2 per cent, ships a decrease of 9 per cent, and pulp a 
decrease of 2 per cent. Import prices dropped by 
42 per cent, a fall of about 2 per cent being recorded 
for fuels and consumer nondurable goods. 

Imports of consumer nondurable goods in the first 
nine months of 1961 exceeded by 7 per cent those in 
the same period last year. For investment goods, con- 
sumer raw materials, and fuels, the rise in volume was 
4 per cent in each group, while agricultural raw 
materials showed a decline of 26 per cent and con- 
sumer durable goods declined by 3 per cent. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, November 18, 1961. 


Danish Loan in the Netherlands 


The City of Copenhagen has signed a contract for 
a 20-year 5 per cent bond issue of f. 30 million 
($8.33 million), issued in the Netherlands at par. The 
City of Copenhagen will receive 94% per cent of the 
proceeds; thus, the effective interest cost will be 
5.51 per cent. The proceeds of the loan will be used 
for financing the City’s construction program. 
Source: Bgrsen, Copenhagen, Denmark, November 17, 

1961. 


German Foreign Trade 


The foreign trade results of the Federal Republic of 
Germany for October show a sharp reduction in the 
trade surplus from the high figures recorded in most 
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months since the autumn of last year. At DM 356 mil- 
lion ($89 million), the surplus was DM 57 million 
smaller than that of October 1960. The value of im- 
ports amounted to DM 4 billion, 6 per cent more than 
a year ago, and exports, at DM 4.4 billion, increased 
by 4 per cent. The cumulative totals for the period 
January-October 1961 exceeded those of the corre- 
sponding period of last year by 4.2 per cent for imports 
and by 8.7 per cent for exports. In volume, both 
imports and exports were about 8 per cent higher, owing 
to markedly lower import prices and slightly higher 
average values for exports. 

The trade surplus for the first ten months of this year 
reached DM 5.7 billion ($1.4 billion), i.e., DM 1.9 bil- 


lion (or 50 per cent) more than for the same period 
in 1960. 


Source: Statistisches Bundesamt, Statistischer Wochen- 


dienst, Wiesbaden, Germany, November 17, 
1961. 


Austria's Foreign Trade 


During the period January-September 1961, the value 
of Austria’s imports amounted to § 28,678 million 
($1,100 million), compared with S 26,759 million 
during the corresponding period last year. This increase, 
however, was almost fully matched by an increase in 
the value of exports, which totaled § 23,143 million, 
against S 21,427 million in the first three quarters 
of 1960. Although the trade deficit was thus slightly 
higher than that for the corresponding period last year, 
it was more than covered by higher net receipts on the 


service account, particularly from tourism. 
Source: Creditanstalt-Bankverein, Economic 


Vienna, Austria, November 1961. 


Letter, 


Belgium's Reserves and Short-Term Borrowing Abroad 
Belgium’s official monetary reserves are composed of 
gold and convertible foreign currencies, net bilateral 
claims resulting from the liquidation of the European 
Payments Union, and the net position of the Belgian 
Government with the International Monetary Fund 
(IMF). At the end of 1959, these assets amounted to 
BF 70.1 billion ($1.402 billion), of which BF 56.7 bil- 
lion was in gold and BF 4.4 billion in convertible 
foreign currencies (6 per cent of total assets). By the 
end of June 1961 they had increased to BF 80 billion, 
of which BF 53.7 billion was in gold and as much as 


BF 19.9 billion in convertible currencies (25 per cent 
of total assets). 


This increase in the percentage of reserves held in 
convertible currencies reflected extensive short-term 
borrowings in foreign currencies by the Treasury 
(see this News Survey, Vol. XIII, p. 109). From the 
end of 1959 to the end of June 1961, the short-term 
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debt of the Treasury (up to one-year maturity) denomi- 
nated in foreign currencies increased from BF 15.1 bil- 
lion to BF 31.3 billion, i.e., by more than the increase 
in reserves. The net foreign short-term liabilities of the 
Belgian commercial banks increased during the same 
period from BF 1.5 billion to BF 14.5 billion, as the 
banks were attracting deposits of foreign correspondents 
largely in order to be able to subscribe to Belgian 
Treasury bills denominated in foreign currencies. 

While the proceeds of the Treasury’s borrowings in 
foreign currencies increased the reserves of the National 
Bank, the National Bank sold forward to the Treasury 
the amount of foreign exchange needed to meet the 
Treasury’s liabilities. This contributed to an important 
rise in the net amount of foreign currencies to be deliv- 
ered forward by the National Bank—from BF 1.2 bil- 
lion at the end of 1959 to BF 19 billion at the end 
of June 1961. If these amounts are deducted, the total 
net foreign assets of the National Bank show a decline 
from BF 69 billion at the end of 1959 to BF 61 billion 
at the end of June 1961, the latter amount being the 
lowest figure reached during the period. 

Since mid-1960, the Treasury has stopped its short- 
term borrowings abroad and has started to consolidate 
an important part of this debt (see this News Survey, 
Vol. XIII, p. 187). On the other hand, there has been a 
noticeable increase in the net inflow of private capital 
during the last few months. At the end of October 1961, 
the total foreign assets of the National Bank rose to a 
record level of BF 88.3 billion (BF 70.7 billion if the 
amount to be delivered forward is deducted). 

The United Kingdom’s drawing of Belgian francs 
from the IMF contributed to the change in the compo- 
sition of the foreign assets: Belgium’s net IMF position 
increased while the percentage of foreign currency 
holdings in these assets declined. However, this per- 
centage, which at the end of October 1961 was 20 per 
cent, remains much higher than the 6 per cent recorded 
at the end of 1959 and, in general, higher than the 
customary ratio maintained by the National Bank. 
As a consequence, $10 million of foreign currency 
reserves were converted into gold in late October and 
further conversions are expected in the near future. 


Source: The Journal of Commerce, New York, N.Y., 
November 9, 1961. 


Credit Policy in France 


According to preliminary figures, the money supply 
in France increased by 9 per cent during the first 
nine months of 1961, compared with 7.6 per cent 
during the corresponding period of 1960. The expansion 
resulted in part from the balance of payments surplus 
and from a moderate increase in credit to the Govern- 
ment; but it was due largely to a substantial rise in 
credit to business (including nationalized enterprises). 
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Medium-term credit to business financed by the banks 
remained practically stable in the first nine months 
of 1961, but short-term bank credit rose by some 
13 per cent during this period, compared with a little 
less than 10 per cent during the corresponding period 
of 1960. 

On November 23, 1961, the National Credit Council, 
meeting in Paris, observed that during the last two years 
bank credit to business had increased much more rap- 
idly than production or prices. Such an increase had 
undoubtedly been one factor behind the expansion of 
production, which has, however, slowed down slightly 
in recent months, following particularly the development 
of a scarcity of skilled labor. The continuation during 
the next few months of the increase in bank credit to 
business at the rate prevailing during the last two years 
might be dangerous for monetary stability, which might 
also be disrupted by an increase in public expenditure 
or a rise in wages and salaries. The National Credit 
Council has therefore advised the banks to be cautious 


in granting credit, so as to prevent the introduction of 
credit restrictions. 


Source: Le Monde, Paris, France, November 25, 1961. 


Africa 


West German and Czech Loans to Mali 


The Federal Republic of Germany has granted to the 
Republic of Mali two lines of credit: one of up to 
DM 6 million ($1.5 million) for purchases of trucks 
and the other up to DM 5 million for passenger cars. 
It was also announced that the German Government is 
ready to make a loan of some DM 8 million to expand 
the yearly extraction of peanut oil from 11,000 tons to 
30,000 tons, and to enlarge the storage facilities for 
peanuts to be exported. This loan is to be repaid in 
7-10 years. 

Czechoslovakia has accorded Mali a loan of $10 mil- 
lion, to finance the construction of a textile plant, an 
assembly line for agricultural equipment, a flour mill, 
a broadcasting station, and a hospital. 


Source: Développement et Civilisations, Paris, France, 
July-September 1961. 


Senegal’s Four-Year Development Plan 


The new four-year development plan (1961-65) for 
the Republic of Senegal, which was announced last 
April, has been approved by the National Assembly. 
The plan is the result of detailed studies made over the 
last two years under the personal supervision of the 
Prime Minister, Mr. Mamadou Dia. 

The plan aims at raising the standard of living by 
3% per cent per annum, and by 1964 production is 
expected to increase by 48 per cent. The investment 
involved would total CFAF 92 billion ($373 million), 
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of which less than half would be spent on the industrial 
sector (phosphates, oil refining, chemicals, and textiles), 
about one fifth on infrastructure and agriculture, and 
the remainder on housing, education, health, and admin- 
istration. Some emphasis would be also placed on light 
and medium industries, in many cases based on local 
crafts. 
Sources: Développement et Civilisations, Paris, France, 
July-September 1961; West Africa, London, 
England, October 28, 1961. 


Bank of Issue for Malagasy Republic 


An agreement signed on October 5, 1961, between 
French and Malagasy representatives, terminates the 
note issue privilege of the Banque de Madagascar et 
des Comores and confers it on a new national institute 
of issue to be known as Institut Malgache d’Emission. 
This transfer was envisaged in the agreements for finan- 
cial cooperation between France and the Malagasy Re- 
public signed on June 27, 1960, following Madagascar’s 
independence. The Malagasy Republic will be the first 
of the African countries associated with France to have 
its own bank of issue. 


The existing monetary relations between the two 
countries will not be changed. The CFA franc, pres- 
ently circulating in Madagascar, will be retained at its 
present value. 


The Banque de Madagascar et des Comores will con- 
tinue to serve as a bank of issue for the Comoro Islands, 
and as a commercial bank there and in Madagascar. 


Source: Marchés Tropicaux et Méditerranéens, Paris, 
France, October 14, 1961. 


Far East and Australasia 


Thailand’s Rediscount Rate for Treasury Bills 


The Bank of Thailand’s standard rediscount rate for 
Treasury bills has been changed from 4% per cent to 
54% per cent per annum for Treasury bills maturing 
on or after December 28, 1961. 


Source: Bank of Thailand, Monthly Report, Bangkok, 
Thailand, September 1961. 


German Loan to Thailand 


An economic delegation from the Federal Republic 
of Germany, which has been visiting Bangkok, is 
reported to have offered a loan of DM 100 million 
($25 million) to Thailand for specific projects. The 
Federal Republic has also agreed to provide technical 
aid for five major development schemes. 


London, 


The Financial Times, 
November 23, 1961. 


Source: England, 


Currency Stabilization Certificates in Korea 


The Government of Korea promulgated on Novem- 
ber 1 a law authorizing the issue of currency stabiliza- 
tion certificates by the Bank of Korea. A subsequent 
implementation order was issued by the Monetary Board 
of the Bank on November 7. The objective is to stabilize 
the money supply, on the one hand, and to help com- 
mercial banks to utilize their idle funds, on the other. 
The amount of issue authorized is 10 per cent of the 
money supply at the time of issue. The certificates are 
to mature in three months and six months, and will bear 
interest at 8 per cent per annum and 10 per cent per 
annum, respectively. In principle, they are redeemable 
at maturity; however, the commercial banks can redis- 
count their holdings with the Bank of Korea when their 
free reserves are exhausted. The certificates are to be 
either auctioned or sold to the commercial banks, or 
sold through the Korean Stock Exchange Corporation; 
unless auctioned, the sale would be made at face value 
discounted by the amount of the appropriate interest. 
Press reports indicate that the first issue of the certifi- 
cates may be purchased entirely by the commercial 
banks, in view of the fact that they possess considerable 
free reserves; at the end of October these amounted to 
about hw 14 billion. 


Source: The Chosun Ilbo, Seoul, Korea, November 8, 
1961. 


Japan's Overseas Loans and Investments 


According to the Ministry of Finance, Japan’s over- 
seas loans and investments at the end of September 1961 
totaled $1,128 million, compared with $988 million at 
the end of June 1961 and $790 million at the end 
of 1960. In addition, at the end of September the 
amount committed but not utilized was $827 million, 
excluding the sums provided under the programs for 
economic cooperation with the Philippines, Indonesia, 
and Burma. 


Of the total of $1,128 million, $257 million com- 
prised subscriptions to international organizations, 
$331 million direct investments, and $540 million 
deferred payments for exports. By area, Central and 
South America accounted for $288 million, Southeast 
Asia $231 million, the Middle and Near East $169 mil- 
lion, and other areas (excluding international organi- 
zations) $183 million. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
November 13, 1961. 


Philippine Restrictions on Foreign Exchange for Travel 


The Monetary Board of the Central Bank of the 
Philippines imposed on November 9, 1961 new restric- 
tions on the release of foreign exchange to persons 
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traveling abroad for business, medical, educational, and 
cultural purposes, for students studying in foreign 
schools and universities, and for Philippine residents 
abroad involved in emergencies, such as sudden illness 
or accidents. The salient points of the new restrictions 
are (1) for business travel, authorized banks may con- 
tinue selling up to 60 days’ requirements of the appli- 
cant at maxima of $25 a day, if the travel is in Japan, 
North America, Europe, or Australia, or $20 a day for 
the rest of the world. (2) For medical purposes, an 
applicant may be granted dollars not in excess of 
40 days’ requirements. (3) For other purposes, such 
as educational and holiday travel, dollars may be sold 
for a period not exceeding 30 days, except in the case of 
travel to Hong Kong, Taipei, Japan, and other points 
im Asia and the Far East. Travel funds to Hong Kong 
and Taipei are limited to a 7-day maximum at $25 
a day. Travelers to Japan are also allowed a $25 
per diem. For the rest of Asia, however, the amount 
permitted is $20 a day, with a 20-day limit. 


Sources: Philippine Association, Philippine Newsletter, 
November 10, 1961, and Philippine-American 
Chamber of Commerce, Weekly Bulletin, No- 
vember 24, 1961, New York, N.Y. 


Annual Report of Australian Tariff Board 


The Australian Tariff Board, in its 1960-61 Annual 
Report, states that the removal of import controls in 
February 1960 has highlighted the cost disabilities of 
some secondary industries. The Board found most in- 
dustries appearing before it worthy of protection, 
although it refused to recommend protective duties for 
certain industries developed during the period of 
import licensing. 

Commenting on the rise since 1957-58 in the propor- 
tion of imports coming from the United States and 
Japan, and the decreasing proportion from the United 
Kingdom, the Report states that this may represent a 
diversion of purchases of imports to lower-cost markets. 
To the extent that this is so, Australia’s terms of trade 
are more favorable than would otherwise be the case. 
Greater importing freedom also facilitates a reduction in 
production costs by permitting manufacturers to buy 
raw materials and equipment in the cheapest markets. 
On the other hand, increased imports have provided 
strong competition for a number of Australian indus- 
tries, making economies in production costs of vital 
importance for Australian producers. 


The Board suggests that the wide divergence between 
the cost structure of the most efficient and the least 
efficient firms within particular industries manifests the 
need for closer management control. It was found in 


certain instances that firms were maintaining produc- 
tion of some unprofitable items; apparently the profit- 
ability of some lines had not been considered until 
costings were prepared for submission to the Board. 


Source: Tariff Board, Annual Report for Year 1960-61, 
Canberra, Australia, August 30, 1961. 


Western Hemisphere 


U.S. Business Conditions in October 


Industrial production in the United States in October 
reached 113 per cent of the 1957 average; this was one 
point higher than in September and equaled the record 
established in August. Automobile assemblies increased 
by about one fourth in October; during the first two 
weeks of the month work stoppages continued at some 
major automobile assembly plants and supplying in- 
dustries, but the effect of such stoppages was smaller 
than in September. The production of business and 
defense equipment rose further, to some 5 per cent 
above the previous record, attained in mid-1960. 


Personal income increased to a record annual rate 
of $425 billion, $4 billion higher than in September. 
This contrasts with increases of $1 billion or less in 
each of the three preceding months, and is in line with 
the large gains made during the early months of the 
present business recovery. Almost three fourths of the 
growth in personal income occurred in wage and salary 
disbursements. In manufacturing these were up by 
$1.25 billion; higher hourly earnings provided the main 
impetus, but both the number employed and the hours 
worked advanced significantly. Moderate payroll in- 
creases were recorded in construction, transportation, 
services, and trade. Government payrolls were $0.5 
billion higher, reflecting the build-up in military per- 
sonnel and a continued growth in state and local 
government activities. 


Retail sales, which had changed little during the 
summer, rose by 2% per cent in October. A sharp in- 
crease in sales of new automobiles was primarily re- 
sponsible, although sales at apparel and department 
stores also improved. 


Seasonally adjusted, housing starts were up 4 per 
cent in October, following a similar gain in September. 
For the first ten months of 1961, housing starts were 


about 1% per cent higher than for the same period 
in 1960. 


According to preliminary data, new orders received 
by producers of durable goods rose by | per cent in 
October, owing mainly to gains in the automobile in- 
dustry. At $15.9 billion, seasonally adjusted new orders 
in October were a near record, and 23 per cent above 
the recession minimum in January. Sales by producers 
of durable goods in October were estimated at $15.3 





380 INTERNATIONAL FINANCIAL NEWS SuRVEY, Vol. XIII, No. 47, December ], 196] 


billion, after seasonal adjustment, about 2 per cent 
above the previous month. Much of this increase also 
was due to a recovery in factory shipments of new 
automobiles, although nearly all industries, except steel, 
shared in the rise. 


Sources: Board of Governors of the Federal Reserve 
System, National Summary of Business Con- 
ditions, November 16, 1961, and Department 
of Commerce, Press Release, November 20, 
1961, Washington, D. C.. The Wall Street 
Journal, New York, N. Y., November 20, 
1961. 


Latin American Steel Production Prospects 


The Latin American Iron and Steel Institute, meeting 
recently in Mexico City, forecast that Latin America’s 
production of ingots, which has risen from 
500,000 metric tons in 1940 to 5 million tons in 1960, 
would increase by 1965 to 11 million tons, while the 
output of finished steel products would reach 9 million 
tons. During the past 20 years consumption of steel 
products in the area has risen from 3 million tons 
(equivalent to 4.2 million tons of ingots) to 8.5 million 
tons, and it has been necessary to import some 3 million 
tons of finished products each year. 


steel 


The Institute also reviewed the basic resources avail- 
able in Latin America for iron and steel production, 
noting that the output of iron ore in the area increased 
by 44.5 per cent between 1950 and 1959 (although 
almost 70 per cent of this output was destined for ex- 
port), and that there existed a reserve of some 25 
billion metric tons of high-grade iron ore, practically 
inexhaustible supplies of coal, manganese, magnesite, 
refractory clay, molybdenum, and other raw materials, 
and sizable power resources. 


Source: Banco Nacional de Comercio Exterior, S.A.. 
Comercio Exterior de Mexico, Mexico, D.-F.. 
November 1961. 


Fund Transactions 

During October 1961 seven countries drew the equiv- 
alent of $77.25 million from the Fund; four countries 
repurchased their currencies to a total of $291.28 
million. 


Drawings were made by Argentina (equivalent to $60 
million), Costa Rica ($7.5 million), El Salvador ($1.0 
million), Haiti ($1.0 million), Honduras ($1.25 mil- 
lion), Nicaragua ($1.5 million), and Yugoslavia ($5 
million). The currencies drawn were the equivalent of 
$12 million each in Belgian francs, deutsche mark, 
French francs, Italian lire, and Netherlands guilders; 
the equivalent of $5 million in Swedish kronor; and 
$12.25 million in U.S. dollars. 


Repurchases, all in U.S. dollars, comprised $10 mil- 
lion by Argentina, $0.28 million by Chile, $1.0 million 
by Haiti, and $280 million by the United Kingdom. 

One-year stand-by arrangements with Costa Rica for 
$15 million and with Haiti for $6 million entered into 
force during the month; one with Iran for $35 million, 
due to expire during October, was extended until 
March 1962. 
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International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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